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SECOND AMENDMENT TO NOTICE OF INTENT 

On April 13, 2005, Verizon Communications Inc. (“Verizon”) and MCI, Inc. (“MCI”) 

(collectively the “Companies”), filed a Joint Notice of Intent (“Notice”) with the Arizona 

Corporation Commission ((‘Commission”). The Notice described Verizon’s proposed acquisition 

of MCI (“the Transaction”) pursuant to an Agreement and Plan of Merger (“Agreement”), dated 

February 14, 2005. On May 9, 2005, the Companies filed an Amendment to advise the 

Commission of an amendment to the Agreement that reflected revised financial terms. The 

Companies are filing this Second Amendment to provide the Commission with additional 

information related to the Transaction, specifically, that the Commission had previously granted 
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limited waivers to the Affiliated Interest Rules,’ which the Companies contend are a basis for 

Commission dismissal of the Notice of Intent. 

Background 

Verizon and MCI entered into an Agreement under which MCI will be merged with and 

into ELI Acquisition, LLC. ELI Acquisition will then be renamed MCI, LLC and will continue 

as a wholly owned subsidiary of Verizon. Based on early discussions with Commission Staff and 

Counsel, Verizon and MCI understood that Staff intended to review the proposed transaction 

under the Affiliated Interest Rules. Although the Companies maintained that Commission 

approval of the Transaction was not required, in good faith and in the spirit of cooperation, the 

Companies filed a Notice: as contemplated by the Affiliated Interest Rules. 

As explained in the Notice, the Commission had previously granted several MCI 

subsidiaries (specifically, MCImetro Access Transmission Services, LLC; MCI WorldCom 

Communications, Inc.; MCI WorldCom Network Services, Inc.; and Teleconnect Long Distance 

Services and Systems Company) limited waivers of the Affiliated Interest Rules3. See Exhibit A. 

As specified in Decision No. 62702, which granted the limited waivers of the Affiliated Interest 

Rules, each MCI subsidiary is only required to file a Notice of Intent under the Affiliated Interest 

Rules if a reorganization is likely to result in: (i) significant increased capital costs of its Arizona 

operations; (ii) significant additional costs allocated or charged directly to the Arizona 

jurisdiction; or (iii) a significant reduction in the net income of its Arizona operations 

(collectively referred to as “the Conditions”). 

Az Admin Code R14-2-801 et seq. 
* The Notice included the February 14* Agreement and a subsequent Amendment to the Agreement. In the Notice. 
the Companies have clearly asserted that the Affiliated Interest Rules should not apply to the transaction. See, p. 2-3. 

Two other MCI subsidiaries, BLT Technologies, Inc. (“BLT”) and Brooks Fiber Communications of Tucson, Inc. 
(“Brooks”), were also granted waivers by the Commission in Decision No. 62702, but those two entities no longel 
exist, and each company was permitted by the Commission to discontinue services in Arizona. Brooks’ certificate 
was cancelled and its operations were merged into MCImetro by Decision No. 67 179 issued August 10, 2004, and 
Decision No. 66595 issued December 9, 2003, respectively. BLT withdrew its request for a certificate on July 6. 
2001, and the related Docket No. T-03269A-96-0522 was administratively closed on October 15,2001. 
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The Verizon Waiver 

Subsequent to the filing of the Notice, it was discovered that during the prior merger o 

predecessor companies of Verizon California Inc., the local exchange company that current11 

serves approximately 8,000 customers in Arizona, the Commission had granted a waiver of thc 

Affiliated Interest Rules, concluding that the merger did not require Commission approval. 

In Decision No. 58232, the Commission granted Contel of the West, Inc. d/b/a GTE 

West (GTE West) and Contel of California, Inc. (Contel CA) a waiver of the Affiliated Interes 

Rules. See Exhibit B. Like the limited waivers granted to the MCI subsidiaries, GTE West anc 

Contel CA were required to file a Notice of Intent only for those future transactions that werc 

likely to result in the Conditions described above. The Commission asserted that for purposes o 

applying the criteria described in the Conditions, results of a transaction would be deemec 

“significant” if they had a material adverse impact on the public utility’s Arizona operations, sucl 

as causing an increase in rates for Arizona  customer^.^ 
The validity of this waiver to successor companies was raised several years later, ir 

relation to other merger activity. In October 1998, the Commission’s Chief Counsel issued i 

letter that addressed the merger of GTE Corporation and Bell Atlantic Corporation. See Exhibi 

C. The Chief Counsel concluded that because the limited waivers were previously granted to thc 

predecessor companies, there was no obligation to seek approval of the merger under thc 

Affiliated Interest Rules. The Chief Counsel also acknowledged that the Affiliated Interest Rule: 

did not apply to the subsidiaries that had jurisdictional revenues of less than $1 million, 

The waivers that were granted to Verizon predecessors as described above were found tc 

be applicable; no one has challenged their validity because they were issued to Verizoi 

predecessors rather than Verizon California directly. 

Id. at 4. 4 

3 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

The same rationale that led to the conclusion that Commission approval was not required 

in the prior mergers applies equally to this Transaction. The Conditions under which filing a 

Notice of Intent would be required by the Commission’s prior orders do not exist. The 

VerizodMCI merger will have no adverse impacts on Arizona customers: the Transaction will 

not result in significant increased capital costs to the subsidiaries’ Arizona operations, will no1 

result in Significant additional costs allocated or charged directly to the Arizona jurisdictional 

operations, and will not result in significant reductions in the net income of the subsidiaries’ 

Arizona operations. The Companies’ initial Notice and their responses to Commission Staffs 

data requests provide ample confirmation of these facts. 

Furthermore, a number of the Verizon and MCI entities operating in Arizona are not Class 

A utilities, and therefore the Affiliate Interest Rules do not apply to those entities. Verizon Select 

Services, Inc.; Verizon Long Distance, OnePoint Communications-Colorado, LLC d/b/a Verizon 

Avenue, and Verizon Enterprise Solutions, as well as TTI National, Inc., and Intermedia 

Communications, Inc.,’ are not Class A utilities because they do not have intrastate revenues in 

Arizona exceeding $1 million6. 

For these reasons, it is the Companies’ position that the previously granted waivers apply, 

and neither Verizon nor MCI is required to file a Notice of Intent or seek approval under the 

Affiliated Interest Rules for their current Transaction. 

Conclusion 

Despite this position, the Companies and Staff have agreed to a procedural schedule for 

review of the Transaction. As part of this review, the Companies request that the Commission 

consider the Transaction in light of these waivers. If the Commission finds that these waivers are 

Intermedia Communications, Inc.’s certificate of convenience and necessity is pending cancellation as part 01 
MCI’s CLEC consolidation in docket Nos. T-03291A-05-0038, T-03541A-05-0038. 

The Affiliated Interest Rules are applicable to “all Class A investor-owned utilities under the jurisdiction of the 
Commission”. AAC R14-2-802(A). A utility is classified based on its annual intrastate operating revenue. A ‘‘Class 
A” telephone utility has annual intrastate operating revenues exceeding $1,000,000. AAC R-14-2-103(A)(3)(q). 

6 

4 



4 

c 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

applicable and that the Conditions will no. occur as a result of this Transaction, the Companie 

request that the Commission render a ruling that Commission review under the Affiliated Interes 

Rules is not warranted. 
RESPECTFULLY SUBMITTED this lSt day of July, 2005. 

The ORIGINAL and thirteen ( 1  3) copies 
of the foregoing were filed this lst day 
of July 2005. 

Docket Control 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

A COPY of the foregoing was hand-delivered 
this 1st day of July, 2005 to: 

Lyn Farmer 
Chief Administrative Law Judge 
Hearing Division 
ARIZONA CORPORATION COMMISSION 
1200 West Washington 
Phoenix, Arizona 85007 
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"Bmberly Ahrouse  
Snell & Wilmer 
One Arizona Center 
Phoenix, AZ 85004 
602-382-657 1 (phone: Phoenix) 
602-382-6070 (fax) 
drscott@,swlaw .corn 

Michael T. Hallam 
Lewis and Roca LLP 
40 North Central Avenue 
Phoenix, AZ 85004-4429 
(602) 262-5723 (phone) 

tcampbel@,lrlaw .corn 
(602) 734-3 84 1 (fax) 
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Legal Division 
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. On April 7,2000, MCI Worldcorn comnnuucatl ‘ons, Inc. (%IC1 WorldCd”), MCIMetro 

istame Services snd Systems Company, 

of Tucsol& Inc., and MCI wolldcom 

Compania? filed a joint application for a permanen1 

Crrmmission’s Public Utilities Hdding C.ompany and Affiliated Inkiest Rules, 

. ~n the altenrative, the companies ~eelr a partial waiva 

gmml waiver of 
. .  

.0;4tMmh 8, ao00, &e Conrpanies filed a kttm inthe docfret agreeing to extend the resoiutim 

period required by A.A.C. R14-2-805. 

Commission ~ m m i s s i o n -  

* .  

. .  

grant a p d a l  waiver fiom the Rules. . *  

ness includes voice, data, lntemet BM 

ttaematioaal m c e .  During the pat two yam MCI W&dCom and itd stiwssom MCI mt 

WorMcotln, entered &veri4 large merger and purcbasc: transactions. hwrding to the MC 

nt company is the product of over 6( 



E '  . The operating subsidiaries own dam- loog distance, international and multi-city local 

show that the following MCI WoddCm 

. . .  

. ,  



. .  
. .  

h .  . 

. .  .e 
&a the pwiw of Rule 803, requiring notice t 0 . h  Commission every time each of them 

Finally, the Companies believe a ( omplete waiver should be granted because compliance with 

the Rules would result in substantially increased administrative burdm fw the Commission, MCI 

WorldcQa and its subsidiaries, with no- wne9polEding -fits to the customers. 

"hey also rcqwst -.the Cor uuission's decision on this applicstion be ismrod nuncpro rwtc, 

ifnecessary,reVoorctrve * to tbe date on which the Rules became applicable to the canpi@. 

A.A.C. Rl4-2-803 requbes a utility M sffiliste to give advance written notkc of intent to 

organize or reoqanb a pablic utilit$ holding compty. A.A.C. R14-2-801 broadly defines 

as "tht acguisiltion or divestifttre of a tinancid mterest in an aftiliate or a utility, or reo- 

dgurationof  an existina;a&liate orutility'spsition in the corporate smctum ortbe merger OT 

, e o n s d i W o n o f a 6 ~ ~ o r s u t i ~ t y . "  ThiscanbeinterpretedtomeanthtevaytimeMC1 

WorldCagl a d  its affiliates create of divest themelyes of a subsidby, regadless - .  of the businm 

'purpose or tocation ofthe subsidiary, ssnotiCe of intrmd wouId need to be filed. 

' .  

Decision No. 58063, dated Novesnber 3,1992, wMch parttally lifted the ConrmisSian's stay 01 

.*Rules, an0Wedhbhtingtwnp;~aiep to iacreaeeosdecreese a financial bttemt in an affiliate by at 

ammd cumulative itmount set ac-g bo the size ofthe entity withaut providing pior notice o 

.thasetmsaetionsv 

. a C ,  Kl;C.2804 raquires prior Cobrmission approval .of Certain trankactians under&ken b; 

&e utiIity including obtaining ai initial t i nadd  i@emt4n an atEliate, guarSnteeing or assumiq 

aalities afatgiiatmol: &,ing ot decreasiag a -4 interest in an alliate. 

&A.C Rfd2* * 

This Rule dl pi ~lic utility holding cornpar icS and Class Apublic titiliies in A&on 

~b file their dwersificaaion plans annually. hns with t h k  plans, the utilities must fih &e 

@ idwmatim incIubg, bat not limite#l to, finrmcial stwemaits for each mbsidia& a description of tk 
2* I plans for the utilities' subsSiaFies to cbange bwllEhesg rlctivities, an assessment of the effect c 
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h n d  afliliated idivitk on the utilily’s capilal structure, the bms upon which the holding 

mmpany atlocates costs, the dollar amount transferred between the utility and each affiliate, and most 

nntracts between dliliates and the utilit! . 
*The Commission in Decision No. 62582, dated May 17,2000, approved a partial waiver of 

the Rules for Cox Arizona L.L.C. (”oax Arizona”) and its affiiiates. The Commission also issued 

Decision No.. 62616, dstcd June 9, 20, which also approved a m a l  waiver of the Rules for 

Am& C o n u n a o n  Services of Pima County, Inc. (“ACSI-Pima”) and ACSl h a l  Switched 

&&- h. (‘‘Am1-=9. 

These twr, appiiion were nearly identical todad application at issue. MCI WortdCom, Cox 

kom,.ACSI-Pima a@ ACSI-LSS and their COmpBIles are large Wkcommecations 

mpriws with may afliliates and inter-&iate transa&ons. Both entities and their afltiliates fonn 

Id divest affiliates on a F t i a e  basis. Based upon thk h i t i e s  among the OOmpaDies and the 

cent dade of h e  Cox Arizona Decision, staffs r e c o W o n  ‘here minors the Commhh’s 

cox and Oonsequently, the A C S I - P ~  ACSI-US.- well. 

!jtaRncoaunendp that the cotapaaies and their afliliates rdocive a partial waiver h m  the 

des. ’ b e  C&np&es &aid be requid to fileanotice ohtent to enter intothetmsactiom listed 

I AILC. R14-2-803 when a t r a n d o n  is likely to Fesult m 1.) significant incrked capital oosts ir 

M Askma. jurisc@&d OpeTatii rlls; 2.) significimt additional costs a l h t e d  of charged directly 

1~ A h m a  jllriedictios3, p~ 3.) a r~igtlilicant fedtlction afnet income to the Arizona opemtim ntir 

llprtial waiver would limit the Gndssion’s mvolvernent m the transaCtons that MCI Worldcofl 

iis.subsidiaries rwrsinely m a ~ ~ . t o  those tmsactions d3at negatively afiist ma. 
under AAC. R I ~ - ~ - s o ~ ,  witid requires . .  Commission appro* before a-utility o m  

bancid interest in, or guarantees, or assumes the liabili$cs of an unregulated afIiliate, a limitt( 

dverslm~ld abbe  gmnW Ibis knited wmvetsbuld r quire the Companies d t l r e i r  affiliate 

D dqqswal only fiw trajlsi =tionsthat ore iikdyto hjve amaterial adverse effect on Arizon 

Ipletations. 
S M  recMnmcwls a complete waiver of A.A.C. R14-2-805 for thirty months following tt 

&e of the Decision on W req~rt~L 
. .  

’ 4  ’ DECISiON NO. b am 



ng filly adviscd.in the premises, the 

filed ajoint application for a 



. .  . . ~ ~ 

. .  

W se~tkal rdesons. .First, they believe that the existing Compctjtjve m k e t  precludes cross- 

rbsictlzing or comiiingling that would harm Arizona consumers. Tbey assert that they have no 

w i v e  w ability !D charge unduly hidl ar above market prices that could be used to fund or 

ubsk%zt umegulated affiliates. Th& argue that the rates of U S WEST provide a limit on their rates. 

Depending upon the intetprctation of the Rules, without a waiver, the Cornpanics and 

bt many afliiiateo would come undx tbe purview of A.A.C. R14-2-803 requiring notice to the 

11. 

~ ~ e v e r y t i m e e a c h O f t h e m " ~ .  
' 

12. . A.A.C. R14-2-803.requires a utility or aftiliate to give advance Written nohe of intent 

B 0s.g- or mrgmize a public utility holding company. 

. 1. rite Compaies ~ a i f  public @ce eorpomtion v i a  the meaaing of Article XV of the 

hizmac-. 

2 'the C-cm basjwisdkhn overthe COrapGanies and of the subject matter of the 
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'~blogieS,  lnc., Bf6oks Fiber Communications of Tucson, hac., and MCI WorldCom Netwodc 

ierVkes. k. shall be granted a complele waiver of A.A.C. Rl4-2-805 for 8 30 month period h m  

' IT.& FURTHER ORDEREq tbai this Decision shall become effective immcdiately. 

. * BY ORDER OF THE ARIZONA CORPO~~ATION COMMISSION. 

. .  . 

IN W~~NESS WHEREOF, I, BRIAN c. MCNEIL, Executive 
SBaetary of the Arizona Gxpomth Cornmission. have 
kreun$o set my band and caused the ofiicial seal of thc 

in the City ofPhoenii 
2000, 

. .  . .  

. .. . . 
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EXHIBIT B 

MARCIA WEEKS 

RENZ JENIILNGS 

DALE H. MORGAN 

Chainn;ln 

Cammissioner 

Cammissioner .. 

IN THE: MATTER OF AN APPLICATION BY ) 1 
CONTeL OF THE WEST, INC. D/B/A/ 

WST ~ N c o R P o ~ E D 8  C O m L  ) 
OF ~ I E ' O ~ U L ,  INC. PURSUANT !PO ) 

FOR WAIVER OF FULL COHPLWCE W I T H  ) 1 

c1 PENDING RIJLYXG 1 

DOCKET NO. U-1514-93-051 

T3E PROVISIONS OF A.A.C. R14-2-806,) 

A.A.C. R14-2-801, ET SEQ- AND 

DECISION NO. 

r RBQUEST FOR EXTENSIW OF STXY ) 1 ORDER 

phoenix, Axizona 

BY COMNISSION: 

FINDIHGS OF F S T  
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2 -  GTE West and contel of Ca3,iforni.a provide local 

telephone service to appxoximately 30,000 customers in portions of 

Caconino, Gila, Navajo, Apache and La Paz Counties in Arizona. 

3- The Applicants are subsidiaries of Contel Corpora- 

tion, which, since a March, 1991 merger, has been a subsidiary of 

GTE corporation (OTE) .  Contel Corpozaeon is also the pamnt of 

Contel Cellu_lar of California, which is a co?manag$ng general 

partner of two regulated cellular telephone operations in Arizona 

(Coconfno, RSA'Lfmited Partnership, and Puma, Arizona RSA Limited 

Partnership) 

4 .  As a result of the 1991 merger of Contel Corporation 

and G'PE Corporation, GTE Corporation naw controls over $42 billion 

in assets- It is the largest telephone company in the U n i t e d  

States 

5. The Contel subsidiaries serving Arizona have o v a  

300 other corporate affiliates. O f  the affiliates, approximately 

40 provide local telephone service within 40 states and four other 

countries. Seventy affiliates are involved in the provision of 

cellular service within 35 states mostly on a partnership basis. 

Approximately 70 unregulated affiliates are engaged in directory 

publishing, communications networks, applications software, private 

satellite services, earth stat ion systems, government systems, and 

other SpeCialiZed communications services and products. 

6. Reorganizations andchangesinpartnershipinterests 

appear to be commonplace among the subsidiaries and affiliates of 

the new merged entity. Already in 1993 over 60 affiliates compris- 

ing most of W's Electrical Products Group have been divested. 

Furthennore, GTE is planning to intensify its reorganization activ- 

-2- Decision No. Q2.%l 
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803 only for reorganizations not involvfng ownership or control of 

the Arizona u t i l i t y  operations. The Applicants feel that individu- 

a l  Comission approvals under A.A.C. R14-2-803 or individual waiv- 

ers from A.A.C. R14-2-803 would be burdensome and result in "oner- 

ous business consequences for the affiliates." 

11. In support oftheir  application, t h e  Applicants ver- 

ified that they have no knowledge of any curt-ent ar expected public 

utility holding company reorganizations that would result in any 

impairment of the financial s t a t u s ,  ability to attract capital, or 

ability to provide adequate service of the Arizona utilities. 
-3- Decision No. s^d--l;az 

. - _ -  .- 
U-15 14-93-OX 

i ty  as a result of i t s  decision to focus on its telecommnunications- 

related businesses and divest itself of non-telecommurications= 

related businesses. 

7 .  According to the Applicantsr Contel Corporation's 

Arfzona utilities have never undertaken diveraif icatioo programs 

and the assets of the Arizona utilities have never been pledged for 

a f f i l i a te  activities. Although reorcganizations were , and are, com- 
monplace at Contel Corporation and occur w i t h  regularity at GTE 

Corporation, the Arizona utility operations have never been harmed. 

On November 38 1992, in Decfsion No. 58063, the Com- 

mission lifted the stay previously imposed on enforcement of the 

Affiliated Interest Rules; that decision also deemed the Applican- 

ts' application for waiver filed as of March 1, 1993, the effective 

date that the stay is lifted for those public service corporations. 

Since this decision will be effective after W c h  1 8  

1993, Staff recammends that the waivers granted herein be retroac- 

tive to mrch 1, 1993. 

10. 

8. 

9 *  

The Applicants request a waiver from A.A.C. R14-2- 
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12. Staff recommends that, due to the number of organ- 

izations and reorganizations planned and undertaken by the Appli- 

cants and their affiliates, a partial waiver from A.A.C. R14-2-803 

should be wanted. 

13. Staff points out that GTE West and Co.ntel of 

California have approxbately 30,000 captive ratepayers in Arizona 

who have no .. alternative provider as do cellular or long distance 

customers and, thus, have no protection other than f r o m  this Com- 

mission fram the potential negative impacts of the diversification 

efforts and affiliate transactions of their provider. 

14. Staff - therefore recommands that the Applicants be 

required to file, pursuant to A.A.C. R14-2-803, a notice of intent 

to organize or reorganize a public utility holding company, or in- 

crease, decrease or take an initial iatesest in an affiliate, only 

for those transactions which are likely to lcesuLt in: 1) signifi- 

cant inczeased capital costs of the Arizona operations; 2) signf- 

ficant additional costs allocated or charged directly to  the 

Arizona jurisdiclion; or 3) a significant reduction of net oper- 

ating income to the Arizona opesations. For purposes of these 

t&e criteria, results of a transaction are 'significant'  i f  they 

have a material adverse impact on the public utility's Arizona jur- 

isdiction. for example, a material adverse impact would be one 

that would resul t  in an application to increase rates to Arizona 

jurisdictional customers. 

that the Applic'ants comply with A.A.C. R14-2-805, the Applicant: 

also fi le an affidavit from their Chief Executive Officer whicl 

lists those transactions in excess of $10 million which would havt 

-4- 
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otherwise required notice under R14-2-803 but for which no notice 

i s  given due to a waiver. The 'affidavit should include verbiage 

certifying that to the best of the Chief Executive Officer's 

knowledge, the transactions listed are not likely to  result in 

significant increased capital costs to the Arizona operations, 

significant additional direct or allocated costs to the Atieona 

jurisdictfo~, or in a significant reductgon in operating income of 

the Arizona jurisdiction. 

16. Staff further recommends that if any or all of the 

Applicants' affilfates were t o  become a public utility as defined 

inA.A.C. R14-2-801.8, then R14-2-803 should apply i n  its entirety 

to the new public utility until the new public utility( ies) obtains 

its own waiver. 

17. The Applicants state  that for sone GTE affiliates, 

campliance with A.A.C. R14-2-805-A.5 and .7u would result in costs 

being allocated to the Arizona jurfsdLction which would never have 

been otherwise incurred. The Applicants also state that full cam- 

pliance w i t h  A.A.C. R14-2-805.A.S and .? will unduly burde; the 

resou&es of the Applicants as well as the Arizona cellular part- 

nerships . 
18. Staff recommends denial of the request for waiver of 

A.A.C. R14-2-805.A.S and.7 because Staff believes that it is likely 

M A.A.C. R14-2-805.5 and .7 require a public u t i l i t y  to 
provide the Colmnission with, respectively, "An assessment of the 
effect of the curxent and planned affiliated activities on the 
public utility's capital structure and the public utility's a b i l i t y  
to attract capital at fair and reasonable rates;" and *An explana- 
t ion of the Fanner in which the utility's capital structure, cost 
of capital and ability to raise capital at reasonable rates have 
been affected by the organization or reorganization of the public 
utility holding company.w 
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that the "extra" cost8 incurred by the Applicant8 to CWly w i t h  

the reporting requirements of A.A.C. Rl4-2-805 will be Offset by 

the benefits to the ratepayers of the Commission'~ oversight of 

affiliate transactions, changes in corporate s t r u c t m ,  and the 

effects of similar actions on the ratepayer. 

19. Staff recommends granting a limited waiver of A.A.C. 

R14-2-805 to-relieve the public utility holding c o m m  of the re-. 

quirement to provide the Commissionwith a description of diversf- 

f ication plans when providing such a description will jeopardize or 

impair any pending or anticipated transaction. The description 

shouldbe fncludedwiththe earliest subsequent annual filSngwhere 

provision of the description would not produce these negative 

results - 
C m  

1. GTE West and Contel of California are public service 

corporations w i t h i n  the meaning of Article 15 of the Arizona Con- 

stitution and Title 40 of th43 Arizona Revised Statutes. 

2. The Commission has jurisdiction over this mattee and 

has the authority to issue this arder. 

3. Staffrs recommendations are reasonable and shouldbe 

adopted . 
4 .  The application of GTE West and Contel of California 

for a waiver of compliance with A.A.C. Rl4-2-803 should be granted 

Subject to Staff's recommendations contained in Findings of Fact 

NOS- 9r and 12-16. 

5 .  The application of GTE West and Contel of Californie 

for  a waiver of compliance with A.A.C. R14-2-805.A.5 and .7 should 

be denied. 
-6- Decision No. S A 3 4  
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6. The recommend tion of SIaff to grant a limited 

waiver of A.A.C. R14-2-805 should be granted. 

QRDER 

THEREFORE IT 1s ORDERED that the application of GTE West 

and Contel of California for a waiver of compliance wLth A.A;C. 

Rl4-2-803 be and hereby is granted, anbject to the conditions and 

provisions described .. h Finding of Pact Nos. 98 and 12-16, herein. 

IT IS FURTHER ORDERED that the application of GTE West 

and Contel of California for a waiver of compliance with A.A.C. 

R14-2-805.A.S and - 7  be and hereby Ls denied. 

IT IS FURTHER ORDERED that a paztial waiver  of A.A.C 

23 ..I -- 
I 

---- 
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ARIZONA CORPORATlON COMMISSION 

November 16,1998 

Je-y Cmekett, Esq. 
Snell & Wher L.L.P. 
One Arizona center 
Phoenix,Arizona 85004-0001 

Re Merger of GI33 Corporation and Bell Atlantic Corporation 

Dear JefE 

I am in receipt of your letter dated October 2,1998, regarding the merger of GTE 
Corporaton and Bell Atlantic Corporation. The letter stated your opinion that the merger 
does not require approval from the Arizoaa Corporation CommissiOn, 

I have reviewed your analysis and discussed the matter with the Utilities Division 
Staff. This letter is intended to advise you that we are in general agreement with your 
conclusion. 

Xn particular, I agxee that, because thismergkr occurs at the parent level and 
neither parent Corporation is an h n a  public Service, copration, kRs. 0 40-285.A. 
does not act to require Commission approval. In addition, I agree that the limited waivers 
in e m  for predecessors of GTE Mifbmia and Cellular One limit the applicability of 
A.A.C. R14-2-803.A. to the merge in question. Those waivers relieve the obligation to 
scck appval of the merger. However, you should bear in mind that, by not seeking 
commission approval, the entities axe representing their opinions that the proposed 
merger is not likely to result in: (1) significant increased capitat wsts for the Arizona 
operations; (2) significant additional costs allocated or charged directly to the Arizona 
jurisdiction; or (3) a sigaificant reduction o f i G i t 7 ~  income to the Arizona 
operations. 

I also a p e  that, because GTEt Coxnmdcations, Tucson Cellular, Bell Atlantic 
Communidons, Inc. and Bell Atlantic Long Distance have Arizona jurisdictional 
revenues of less than $1 million, A.A.C. R14-2-803.A. does not apply to hem. 

Finally, 1 agree that the Commission's authoxity over rates and charges of cellular 
Caniers has been preempted by the Omnibus Budget Reconciliation Act of 1993. I do not 
agree that the preemption extends to the rmnaining a f x i i i i  reporting requirements as 
your letter would suggest. Since the limited waivers discussed above apply to all of the 
cellular entities, no approval is required. 

~ Z W ~ ~ ~ W A S H ~ P H M M ~ A R ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ M ~ C O N O R E S S S T R E F F . N C G O N . ~ N A B S ~ ~ - ~ ~ ~ ~  

This document is available in altemahe formats by contacting Cynthia Mercurio-Sandoval, 
ADA Coordinator, voice phone number 602/542-0838, E-mail csandoval@m.state.az.us 
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In conclusion, I find no req-t that the merger of GTE Corporation and Bell 
Atlantic Corporatioa be submitted to the Atinma corporadon Cammission for approval. 
I would be happy to discuss my conclusions with you at your convenience. Feel fk to 
give me a call, if you are interested in having such a discussion. 

Christopher C. Kempley 
Assiscant Chief Counsel 
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